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RUSSIAN ECONOMIC PROBLEMS 





ECENT discussion of Russian ques- 

tions has centered upon the develop- 
ment of state capitalism under Soviet con- 
trol. It is now asserted by Soviet authori- 
ties that industrial production has reached 
between 75 and 90 per cent of the level of 
1913 and that agricultural production has 
equalled the pre-war figures. The opti- 
mism in certain quarters at this improve- 
ment in Russia, following the complete 
breakdown of production in 1918-20, is 
tempered by the fact that the Soviet Gov- 
ernment continues to insist on its restric- 
tive policies by which it retains an effec- 
tive monopoly of industry and foreign 
trade. 

Since Russia is not self-supporting in- 
dustrially and cannot hope to become so in 
the near future, import of manufactured 
articles is a primal necessity to the eco- 
nomic life of the country. Russian trade 
has been steadily improving over the past 
years but the government monopoly and 
the high restrictive tariff have materially 
retarded this improvement. The policy of 
the Soviet Government is to discourage 
the import of miscellaneous manufactured 
articles and to import instead, only essen- 
tial raw materials and machinery for the 
state industries. Russian trade is report- 
ed now to have reached 30 to 50 per cent 
of the 1913 level. A table of Russian im- 
ports for the current fiscal year (1926- 
27) shows the following distribution: 
Raw semi-manufactured and aux- 

iliary mmaterials ............. $223,200,000 


Equipment and tools .......... 79,800,000 
Miscellaneous imports ......... 78,500,000 


$381,500,000 

In view of the virtual closing of the 
Russian markets to foreign industries and 
the inability of the state industries to sup- 
ply fully the needs of the country there is 
present a marked shortage of manufac- 
tured articles, which has been rendered 





more acute by increased peasant produc- - 
tion. 

The scarcity of manufactured articles 
has had the effect of raising retail prices 
to an unprecedented level. According to 
recent reports, the retail selling price is 
often twice or more the manufacturing 
cost and the profits of the state controlled 
retail organizations during the past years 
have been 189 per cent of their cash cap- 
ital. 

The disproportion between the low 
prices of agricultural produce and the 
high prices of manufactured goods has 
been the subject of attack by the Moscow 
Pravda as well as by Communist leaders: 

“The central problem for us, both economic 
and political,” declared Bucharin, (on January 
12, 1927) “is the problem of the relationship 
between the town and the peasantry.... If we 
retain and strengthen the monopoly of foreign 
trade, we will be making goods more expensively 
than they are made abroad. This will create a 
feeling among the peasantry against us and 
against the monopoly of foreign trade.... In 
spite of the fact that the party announced the 
struggle for the lowering of prices, we are faced 
in reality with a rise in prices and a further open- 
ing of the ‘scissors’, that is to say, that the dif- 
ference of prices on industrial and agricultural 
commodities is growing. We are monopolists in 
trade. If we take this fact into consideration 
with the other fact that industry is developing 
faster than agriculture and that although whole- 
sale prices are lower, retail prices are rising, we 
may ask the question, where does the difference 
go? The present situation can only be explained 
by the fact that we are making a hidden profi - 

Closely related to the problem of prices 
is that of unemployment. Official figures 
estimate the unemployment amongst un- 
ion labor in Russia at one million. Peas- 
ants migrating into the towns, estimated 
at three milion, do not enter into this esti- 
mate, since they are not regarded as union 
laborers, although their presence materi- 
ally aggravates the situation. 

The enlarging of the industrial machine 
and the increase of its efficiency as well as 
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the lowering of retail prices are the chief 

problems now facing the Soviet Govern- 

ment. The question most frequently ask- 

ed abroad is: will it be able to solve these 

problems so long as it continues a policy 

of controlling both industry and trade. 
GEORGE NEBOLSINE. 


Chinese Developments 


HE fate of Shanghai still hangs in the 
balance. Apparently the Nationalist 
forces have been temporarily repulsed 
about 150 miles south of the city by the 
army of Marshal Sun Chuan-fang, who 
is closely associated with Marshal Chang 
Tso-lin of Mukden, the principal northern 
military leader. In the meantime, the at- 
titude of the Powers is in striking con- 
trast to that which they adopted on March 
16, 1926, when there was fighting in the 
neighborhood of Tientsin. On that oc- 
casion they united in an ultimatum to the 
contending factions, demanding that the 
interference with shipping on the Taku 
River be stopped. Now there is not only 
no joint ultimatum by the Powers, but no 
ultimatum from any one of the Powers. 
Instead, Secretary of State Kellogg on 
February 5, addressed a courteous request 
that the leaders of both sides in the Shang- 
hai fighting considered the foreign settle- 
ments a neutral zone. At the same time, 
the British were continuing direct negotia- 
tions with both the Canton and the Peking 
Governments, looking towards peaceful 
means of protecting lives and property. 
The Nationalist Foreign Minister, Eu- 
gene Chen, presumably in response to 
Secretary Kellogg’s request, has declared 
that the Nationalist forces will not attack 
the foreign settlements at Shanghai. On 
February 8, Marshal Chang Tso-lin an- 
nounced that he would protect the lives 
and property of all foreigners in the realm 
of the Peking Government. But he added: 
“We expect the Powers to respect our pub- 
lic opinion and sovereign rights, so that the 
Chinese may be freed of fear of possible in- 
vasion from the outside, while the Powers may 
be freed of apprehension over anti-foreign 
movements.” 
Notes 


On February 1, control of German arm- 
ament passed from the Inter-Allied Mili- 
tary Control Commission to the Council 
of the League of Nations. Furthermore, 
by the signature of a last minute agree- 
ment between the Reich and the Allies, the 
moot questions of German export of po- 
tential war material and the eastern for- 
tifications of Germany were settled and 
Germany was given a clean bill of health 
as to her execution of the military clauses 
of the Versailles Treaty. 


The chief points of the agreement are: 


1. The establishment of a frontier zone between 
Germany and Poland, in which no forts, gun 
bases or trenches can be constructed and in 
which only those built prior to 1920 will be 
tolerated; 
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2. An agreement concerning the works to be 
demolished; 

8. Special provisions on maintenance work in 
existing forts along the terms of the peace 
treaty; 

4. A formal declaration on the part of Germany 
to engage in no construction work on forts, 
shelters, bases or trenches other than those 
specifically mentioned; 

5. The Reich engages to vote a bill prohibiting 
the importation oy exportation of war ma- 
terials; 

6. The status for the Rei hswehr will be recog. 
nized within the limits of the treaty, and, 
also the manufacture of firearms for other 
than war purposes will be allowed under 
strict control. 


The recent announcements of shifts in 
the diplomatic service are iiteresting not 
merely because they involve the accredit- 
ing of American Ministers for the first 
time to Canada and to the Irish Free 
State, but also because they indicate that 
the Administration is carrying out a pol- 
icy of advancing to positions of large re- 
sponsibility, men who have had long ca- 
reers in the service. Mr. William Phillips, 
now Ambassador to Belgium, is scheduled 
to go to Ottawa; Mr. Frederick Sterling, 
Counselor of the Embassy in London, to 
Dublin; Mr. Robert Bliss, now Minister to 
Sweden, to Buenos Aires, and Hugh Gib- 
son, now Minister at Berne, to Belgium. 


Urging that “this country should stand 
ready to aid in the study of means to pro- 
mote economic progress,” President Coo- 
lidge has asked Congress for an appropria- 
tion of $15,000 for expenses of delegates 
to the League Economic Conference which 
convenes May 4, in Geneva. He added 
that delegates to the Conference “cannot 
in any way bind their Governments and 
will not be qualified to act as spokesmen 
of an official policy.” 


In Czechoslovakia, the Slovak Clerical 
Party after long negotiations, on January 
17, accepted two portfolios — Education 
and Health —in the present Svehla Gov- 
ernment. The Department of the Minis- 
try for Slovakia now disappears and nego- 
tiations looking towards complete local au- 
tonomy in Slovakia are preceeding. These 
developments are regarded as second in 
importance only to the entrance of the 
Germans into the Government. 


The Panama National Assembly, having 
suspended its discussion of the treaty re- 
cently negotiated with the United States, 
has called upon the Executive to attempt 
to secure modifications of that agreement. 
It is now reported that the United States 
will make satisfactory concessions. 


Present Day Japan, by Yusuke Tsurumi. New 
York, Columbia University Press, 1926. 
Straightforward revelation of dynamics of 
modern Japan, as concern intellectual America. 

The Development of Japan, by Kenneth Scott 
Latourette. New York, Macmillan, 1926. Re- 
vision of a most readable study, with Japan’s 
foreign relations brought up to 1926. 
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